PETRO-CANADA 


Board of Directors Corporate Profile 


*tWilbert H. Hopper tMarshall A. Cohen Petro-Canada is a fully integrated 


Chairman of the Board and 
Chief Executive Officer 
Petro-Canada 

Calgary, Alberta 


tJ. Claude Hébert 


Deputy Chairman of the Board of 
Petro-Canada 

Business Consultant 

Montreal, Quebec 


t+Andrew Janisch 


President and 

Chief Operating Officer 
Petro-Canada 

Calgary, Alberta 


tJames T. Black 


President and Chief Executive Officer 
The Molson Companies Ltd. 
Rexdale, Ontario 


Richard J. Cashin 


President 

Newfoundland Fisherman, Food 
and Allied Workers Union 

St. John’s, Newfoundland 


Ione J. Christensen 


President 
Hospitality North Ltd. 
Whitehorse, Yukon 


Deputy Minister 
Energy, Mines and Resources 
Ottawa, Ontario 


*Jerahmiel S. Grafstein 


Partner 

Minden, Gross, Grafstein and 
Greenstein 

Toronto, Ontario 


Gordon .H. Lennard 


President 
G. H. Lennard Corporation Ltd. 
Calgary, Alberta 


tH. Harrison McCain 


Chairman of the Board 
McCain Foods Limited 
Florenceville, New Brunswick 


**David McD. Mann 


Partner 
Cox, Downie, Nunn, and Goodfellow 
Halifax, Nova Scotia 


J. Robert Ouimet 


President and Chief Executive Officer 
The Ouimet Cordon Bleu Group 
Montreal, Quebec 


*Thomas K. Shoyama 
Visiting Professor 
School of Public Administration 
University of Victoria 
Victoria, British Columbia 


Ian A. Stewart 


Deputy Minister 
Finance 
Ottawa, Ontario 


Paul M. Tellier 


Deputy Minister 
Indian and Northern Affairs 
Ottawa, Ontario 


*Audit Committee Member 
TExecutive Committee Member 


energy corporation totally owned by 
the Government of Canada. 
Established by Act of Parliament in 
1975 as a Schedule D Crown 
Corporation, Petro-Canada began 
operations in 1976. Since that time 
three major acquisitions and an 
ageressive development program 
in all sectors of the industry have 
contributed to the evolution of the 
Corporation as a major integrated 
company with an asset base of $6.6 
billion. Petro-Canada’s 5 800 
employees are located from coast 
to coast. The Corporation’s head 
office is in Calgary, Alberta. 


Head Office 

P.O. Box 2844 

Calgary, Alberta 

T2E3E3 

Telephone: (403) 232-8000 
Telex: 03825753 


PETRO- CANADA 


Five Year Financial 


Summary of 
Earnings 


(in thousands 
of dollars) 


- Other 

Financial 

Data 

(in thousands 
of dollars) 


Dail 
Production 
(net before 
royalties) 


Proven 
Reserves 
(net before 
royalties) 


Marketing 


Employees 
Notes: 


Revenue 
Expenses 


Deduct: Provision for income taxes 
Minority interest 


Net earnings before preferred 
share dividends of subsidiary 

Preferred share dividends of 
subsidiary — 


Net earnings after preferred 
share dividends of subsidiary 


Working capital provided from 
operations 

Capital expenditures 

Acquisition of subsidiary 
companies 

Total assets 

Working capital (deficiency) 

Long-term debt (Note 3) 

Revolving term loan 

Minority interest in subsidiaries 

Preferred shares issued by a 
subsidiary 

Convertible notes 

Shareholder’s equity 


Domestic production from oil 
and gas wells 
— Crude oil and natural gas 
liquids (thousands of m?) 
— Natural Gas (millions of m’) 
Synthetic crude oil 
(thousands of m°) 
Foreign crude oil 
(thousands of m?) 


Domestic (Note 4) 
— Crude oil and natural gas 
liquids (millions of m’) 
— Natural gas (billions of m°*) 
Foreign 
— Crude oil and natural gas 
liquids (millions of m?) 
— Natural gas (billions of m”) 


Sales Volumes (millions of m®*) 
— Gasoline and distillates 
— Natural gas liquids 
— Marketing Outlets 


Number at December 31 


and Operating Summary 


(Note 2) 


$2 715 777 
2 286 759 


$1 035 154 
716 004 


$ 766 295 
513 273 


$ 205 095 
128 600 


429 018 
225 174 


319 150 
155 464 


121 968 


203 844 


138 971 


163 686 


107 937 


$ 526 970 
709 881 


825 500 
6 612 533 
697 406 
284 177 
566 829 
787 450 


1 464 375 


461 767 
1 640 444 


11.3 
10.7 


5 801 


$ 457 550 
439 533 


3 766 766 
135 205 
283 075 


1 464 375 


1 114 599 


93 


15 


2 823 


$ 357 684 
367 652 


749 528 
3 411 321 
186 063 
329 506 


1 464 375 


978 850 


2 246 


$ 113 168 
247 304 


746 861 
3 348 913 
82 824 
337 116 


279 790 
1 464 375 


802 691 


2 038 


$ 55 884 
188 705 


878 696 
(733) 
214 000 


551 148 


4.4 
ZS 


649 


1. Certain reclassifications have been made to the figures previously reported for earlier years to reflect subsequent 


changes in reporting presentation. 


2. Financial and operating results are included from November 11, 1978 for the former Pacific Petroleums Ltd. and from 
May 12, 1981 for the former Petrofina Canada Inc. operations. 


3. Long-term debt includes current maturities. 


4. The proven reserves figures do not include synthetic crude oil reserves resulting from the Corporation’s interest in the 


Syncrude Project. 


Officers 


Wilbert H. Hopper 


Chairman of the Board and 
Chief Executive Officer 


Andrew Janisch 


President and 
Chief Operating Officer 


Joel I. Bell 


Executive Vice-president 


David P. O’Brien 


Senior Vice-president, 
General Counsel and 
Corporate Secretary 


Sam Stewart 
Senior Vice-president 


Robert A. Meneley 


Group Vice-president 
Offshore and International 


James M. Stanford 


Group Vice-president 
Mainland Canada 


V. Glenn Sundstrom 
Group Vice-president 


Marketing and Manufacturing 


Douglas B. Bowie 
Vice-president 


Environmental and Social Affairs 


A. Rae Campbell 


Vice-president 
Corporate Planning 


Kenneth G. Donald 


Vice-president 
Coal 


Fred. B. Grant 


Vice-president 
Treasurer 


David T. McKay 


Vice-president 
Information Systems and Services 


William Morrow 
Vice-president and Controller 


James Scurr 


Vice-president 
Human Resources and 
Corporate Administration 


Peter M. Towe 


Vice-president 

Chairman 

Petro-Canada International 
Assistance Corporation 


Robert S. Vincent 


Vice-president 
Downstream Development 


Muriel Rhynes 


Assistant Secretary 


Divisional Officers 


Offshore and International Division: 


Robert A. Meneley, President 
Ronald J. Bell, Vice-president, Drilling 
Fred G. Rayer, Vice-president, Exploration 


Mainland Canada Division: 


James M. Stanford, President 

Ian G. Bryden, Vice-president, Production 

Peter F. Cotsworth, Vice-president, 
Heavy Oil 

William B. Thompson, Vice-president, 
Exploration 


Petro-Canada Products Division: 


V. Glenn Sundstrom, President 

Thomas H. Allman, Vice-president and 
Treasurer 

Gordon A. Craig, Vice-president and 
Comptroller 

John A. Dodd, Vice-president, 
Manufacturing 

Stephen D. Lathrop, Vice-president, 
Western Operations 

Alex W. McLeod, Vice-president, 
General Counsel and Secretary 

Nicholas H. Van Son, Vice-president, 
Supply and Logistics 


Special Projects Division: 

Thomas F. Scott, Vice-president, 
Canstar Oil Sands Ltd. project 

George W. Sinclair, Vice-president, 
Arctic Pilot Project. 


Corporate Profile 


Petro-Canada is a fully integrated 
energy corporation totally owned by 
the Government of Canada. 
Established by Act of Parliament in 
1975 as a Schedule D Crown 
Corporation, Petro-Canada began 
operations in 1976. Since that time 
three major acquisitions and an 
aggressive development program 
in all sectors of the industry have 
contributed to the evolution of the 
Corporation as a major integrated 
company with an asset base of $6.6 
billion. Petro-Canada’s 5 800 
employees are located from coast 
to coast. The Corporation’s head 
office is in Calgary, Alberta. 


Head Office 

P.O. Box 2844 
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T2P-3E3 
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Message from the 


Chairman 
of the Board 


On behalf of the Board of Directors, I am 
pleased to present the 1981 Petro-Canada 
annual report for the fiscal year ended 
December 31, 1981. 


This year was marked with the acquisition 
of Petrofina Canada Inc. In early 1981, 
Petro-Canada reached agreement with 
Petrofina S.A., headquartered in Brussels, 
Belgium, to purchase all of the assets of 
Petrofina Canada for a total of $1.61 
billion. This acquisition added to 
Petro-Canada’s oil and gas production, its 
land base and its oil and gas reserves. In 
addition, Petro-Canada acquired a further 
five per cent interest in the Syncrude 
consortium and an additional eight per 
cent in the Alsands Group. As well, by this 
purchase, Petro-Canada now has a major 
refinery in eastern Canada and the only 
nation-wide Canadian marketing system. 


The year 1981 was notable in one other 
area of Petro-Canada’s operations. 
Petro-Canada’s mandate since the creation 
of the company has been to explore the 
frontiers. This it has done at an 
unparalleled level and pace. More than 30 
per cent of Petro-Canada’s 1981 capital 
budget was spent on frontier exploration 
and related activities. Since 1976, 
Petro-Canada has participated in two thirds 
of the wells in the east coast and high j 
Arctic. We have been an operator of a 
major exploration project, the Labrador 
Group, for two years and are a major 
landholder in the east coast offshore. 


This activity and risk-taking have started 

to provide answers to some of the questions 
about the availability of future supplies of 
oil and gas from Canada’s frontiers. There 
is oil and gas in our frontier regions, we 
are now finding volumes and doing so at 
locations where it is commercially 
attractive. We believe that sufficient 
hydrocarbons have been discovered in the 
Grand Banks and Scotian Shelf, and that 
enough is known about their 
characteristics for them to be considered 
commercial. We believe that this has 
occurred much sooner than if Petro-Canada 
were not active in the frontiers for the last 
five years. The risks taken in the 70’s will 
reap benefits for Canadians in future 
decades. 


Petro-Canada has also dedicated a higher 
proportion of its budget to oil sands and 
heavy oils activities. As partners in the 
Syncrude plant, the Alsands and Canstar 
projects, we have concretely expressed our 
commitment to helping oil sands projects 
go ahead. As well, our interest and work in 
heavy oils including research, exploration 
and development, is evidence of the 
priority we give to advancing the 
prospects of their development. 


The National Energy Program has been in 
effect since October, 1980. Some portions of 
the policies announced in that program 
have been legislated by Parliament in Bill 
C-48. Others will come up in the 1982 
legislative program. Petro-Canada supports 
the goals of the National Energy Program 
and has endeavoured, in pursuing its 
mandate, to work towards these policy 
goals and to utilize the incentives provided 
by the NEP to increase its capacity to 
pursue those goals. 


Finally, it is important to note that 
Petro-Canada is contributing a substantial 
cash flow which it generates to the pursuit 
of the national goals set out by Parliament 
in its mandate. For 1982, about 70 per cent 
of the capital budget will be from 

internally generated funds and petroleum 
incentive payments. Thus every activity of 
Petro-Canada that generates cash, ranging 
from production of oil and gas to the sale of 
gasoline, is reinvested into priority items 
such as frontier oil and gas exploration and 
other activities of a priority nature. We 
believe that the positive contribution of cash 
flow to finance our priority items must be 
emphasized. Over the last five years it has 
been a new source of funds for seeking 
Canadian solutions to Canadian problems. 


Finally, let me pay my respects to the 
employees of this Corporation, some 1 500 
of whom are completely new, some of 
whom are oldtimers with five years of 
service to this company. All bring years of 
industry experience to Petro-Canada and 
have shown dedication and understanding 
in dealing with the tremendous growth and 
change this company has felt in the past 
Six years. 


MW Akio 


W. H. Hopper 
Chairman and Chief Executive Officer 


March 31, 1982 


Exploration 


Dynamically-positioned 
drillships used off the 
coast of Labrador in the 
summer are provided 
with support from supply 
vessels and helicopters. 
During the 1981 season, 
Petro-Canada operated 
three drillships. 


Frontier 


Review 


Petro-Canada was an active explorer in 
Canada’s frontier regions during 1981 both 
as a participant and as an operator. 


Petro-Canada continued its record of 
participating in most of the exploratory 
wells drilled by the industry in offshore 
regions of Canada and the Arctic Islands. 
In 1981 the Corporation participated in 16 
of 23 such wells drilled by the industry, 
including participation in all 10 wells drilled 
on the east coast of Canada. 


Construction began in 1981 ona 
world-class dynamically positioned, 
semi-submersible drilling rig, owned 50 
per cent by Petro-Canada. The rig is 
scheduled for delivery early in 1983 and 
will make a significant contribution to 
Petro-Canada’s east coast offshore 
exploration program. 


Scotian Shelf 


Petro-Canada took another major step in 
offshore exploration during the year with 
the formation of the Banquereau Group for 
which Petro-Canada is operator and a 40 
per cent partner. The Group consists of 
nine Canadian companies. Petro-Canada 
initiated this consortium in an effort to 
assist the entry of Canadian companies, 
both large and small, into investment in the 
exploration and development of Canada’s 
east coast offshore. 


Using a Canadian-owned semi-submersible 
under long term contract to Petro-Canada, 
the Banquereau Group spudded its first 
well, Banquereau C-21, late in the year, 
395 kilometres offshore Halifax. 


The Corporation is a partner in two other 
wells drilled on the Scotian Shelf. Venture 
B-13, a delineation well, three kilometres 
northeast of the 1979 Venture D-23 
success, discovered additional volumes of 
natural gas and condensate. A second 
delineation well, Venture B-43, was 
spudded on the same structure three 
kilometres west of D-23 and was drilling at 
year end. These delineation wells are part 
of an on-going drilling program to establish 


Total Petro-Canada 
Total industry 


the commercial viability of reserves in the 
Sable Island area. 


Grand Banks 


Six wells were completed in the Grand 
Banks area in 1981, and three more 
delineation wells were drilling on the 
Hibernia structure. Petro-Canada was a 25 
per cent participant in all drilling conducted 
on the Grand Banks during 1981. 


Highly trained personnel 
and equipment combine 
to form the basis for 
offshore drilling 
operations. Petro-Canada 
was Operator for two 
offshore drilling 
programs in 1981. 


Testing of the Hibernia B-08 delineation 
well was completed early in the year. In 
addition to being the first discovery of free 
gas in the Hibernia structure, B-08 was the 
most productive oil well tested to that 
point on the Grand Banks. The results of 
B-08 provided encouragement in 
determining the commerciality of the 
Hibernia field. 


Hibernia G-55A, located eight kilometres 
northwest of the Hibernia P-15 discovery of 
1979, failed to find hydrocarbons and was 
subsequently plugged and abandoned. 


The third delineation well, Hibernia K-18, 
flowed oil from sands corresponding to 
those in the P-15 discovery. Located five 
kilometres north of P-15, this well 
confirmed the significant northwestern 
extension of the oil-bearing Hibernia 
structure. 


1 kilometre 0.62 miles 


Canadian East Coast Offshore 


Offshore exploration is 
a high risk, costly effort 
that requires time, 
talent and patience. 


1 kilometre = 0.62 miles 


Atlantic Ocean 
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Labrador Area 


Three wildcat wells were also drilled on the 


Grand Banks on structures separate from 
Hibernia. Petro-Canada participated in an 
oil discovery at Hebron I-13, located 37 
kilometres southeast of Hibernia in the 
same structural complex as the Ben Nevis 
I-45 oil and gas discovery of 1980. 


South Tempest G-88, spudded late in 1980, 
was also drilled on a separate structure, 
about 80 kilometres northeast of Hibernia. 
Testing of the well was curtailed due to 
operating difficulties. Additional drilling 
will be required to determine the economic 
potential of this and related structures. 


Hibernia Area 


oe 


Sheridan J-87, drilled 210 kilometres 
northwest of the Hibernia discoveries, was 
abandoned late in the year when it failed to 
encounter hydrocarbons. 


At year end three wells were drilling in 
the Grand Banks area: the Hibernia J-34 
delineation test, located two kilometres 
south of Hibernia O-35; and wildcats 
Nautilus C-92, seven kilometres north of 
Hibernia K-18, and West Flying Foam L-23, 
also located on a separate structure 35 
kilometres northwest of the Hibernia field. 


A significant thickness of hydrocarbon- 
bearing sands had been penetrated by 
Hibernia J-34 at year end. Nautilus C-92 
had also shown hydrocarbons. 


| ~ Venture B-43 
Venture D-23 


Venture B-13 
Banquereau C-21 
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Preferential rights 
Joint interest lands 
Oil well 

Gas well 

Drilling location 
Dry and abandoned 
Suspended 


When icebergs threaten 
to disrupt offshore 
exploration, they are 
towed to a new course 
by supply vessels. Inuit 
girl is one of a new 
generation to see resource 
development begin in 

the frontier. 


Labrador Shelf 


As operator for the Labrador Group of 
companies, Petro-Canada operated three 
drillships on the Labrador Shelf during the 
year and made history with the first 
recovery of oil in that region, confirming 
the hydrocarbon potential of that portion 
of the east coast. 


Petro-Canada et al North Leif I-05, 178 
kilometres east of Cartwright, was 
re-entered, and a small quantity of oil was 
recovered in an area where other 
promising structures have been identified. 


Bjarni O-82, 160 kilometres east of 
Hopedale, was re-entered and tested 
natural gas and condensate. North Bjarni 
F-06, eight kilometres northwest of Bjarni 
O-82, was also re-entered and gas was 
discovered. The indicated gas zone is 
sufficiently encouraging to be more fully 
evaluated in 1982. 


Rut H-11, the most northerly of the wells 
drilled during the season, 65 kilometres 
northeast of Saglek, was suspended due to 
inclement weather. It will be re-entered 

in 1982. 


The fifth well of the season was Corte-Real 

P-85, 145 kilometres northeast of Hopedale. 
The well was begun late in the season and 

only the initial casing was set. The well will 
be re-entered in 1982. 


The Corporation, acting as operator for the 
Labrador Group and as a participant in 
other joint interest lands, conducted an 
extensive seismic program on the Labrador 
Shelf. 


Arctic 


Petro-Canada’s 1981 exploration program 
in the Arctic Islands included activities as a 
member of the Arctic Islands Exploration 
Group (AIEG) and as a major shareholder 
of Panarctic Oils Ltd. 


The AIEG Group, operated by Panarctic, 
drilled three wells to complete earning 
requirements on the acreage. All three 
wells discovered oil and natural gas. 
Although the discoveries require further 
delineation drilling to assess their 
commerciality, they offer new potential for 
oil and natural gas production from the 
high Arctic. 


The first of the three wells to discover 
hydrocarbons was Skate B-80, 18 kilometres 
northeast of Lougheed Island, and some 

83 kilometres northeast of the 1979-80 
natural gas discovery at Whitefish. Skate 
B-80 tested the King Christian sands, the 
same zone that produced the prolific 
Whitefish discovery. It was the first time oil) 
has flowed to the surface from Mesozoic 
rocks in the Arctic. 


Maclean I-72, 25 kilometres east of 
Lougheed Island, also discovered natural 
gas and condensate. The most encouraging 
well was Cisco B-66, 18 kilometres west of 
Lougheed Island which flowed oil at a rate 
of 250 cubic metres per day. The well also 
flowed gas and condensate from a deeper 
horizon. 


Petro-Canada participated, through its 
interest in Pararctic Oils, in two other wells 
in the Arctic Islands. Both were 
abandoned. 


Petro-Canada was a 14.2 per cent 
participant in the 1981 drilling of Alerk 
P-23 and in seismic programs in the 
nearshore Beaufort Sea. The well, drilled 
from an artificial island that had been 
constructed in 1980, was dry and was 
abandoned. 


Two more artificial islands were constructed 
in the Beaufort Sea as sites for 1982 

drilling on land in which Petro-Canada will 
participate. 


Land Summary 
(in hectares) 


Provinces 


British Columbia 
Alberta 
Saskatchewan 
Manitoba 
Ontario 

Quebec 


Frontier 


N.W.T., Beaufort 
Arctic Islands 
East Coast offshore 


International 


Gross 


1 560 169 
3 945 722 
252 718 
148 528 
64 318 

1 362 110 


10 859 893 
10 177 968 
36 223 710 


626 169 


Net 


833 071 
2 009 065 
112 184 
74 555 

51 083 
705 690 


7 760 298 
1 886 588 
19 030 697 


73 010 


The challenges are many 
but exploration in the 
high Arctic holds 
increasing potential for 
resource development 
with each new discovery. 


1 kilometre = 0.62 miles 
1 cubic metre = 6.28 barrels 
1 hectare = 2.47 acres 


Arctic Islands 


Scale 
— 
0 100 km 


Arctic Ocean 


BG joint interest lands The Arctic Pilot Project If National Energy Board approval is 


@ Oilfield received for the technical and economic 
The Arctic Pilot Project, operated by aspects of the project, only federal Cabinet 
@ Gas field Petro-Canada, successfully passed through approval will be required for the project to ) 
He Oil and gas well two rounds of joint federal-provincial proceed. The $2.1 billion project will take 
3t Gas well government hearings during 1981 bringing four years to construct and will operate for 
it a step closer to National Energy Board 20 years delivering some nine million cubic 
hearings set for February, 1982. Transport metres per day of natural gas from the 
Canada also completed review of the ship —_— Arctic. | 


design and terminal facilities. 


The Project is designed to test the feasibility 
of producing natural gas from wells in the 
Arctic Islands, transporting the gas by a 160 
kilometre buried pipeline, liquefying the 
gas and shipping it by icebreaking ships to 
a regasification plant in southern Canada — 
all on a year round basis. 


Petro-Canada is project leader of a group of 
Canadian energy and shipping companies 
and holds a 37.5 per cent interest in the 
project. 
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Mainland 


The foothills of Alberta 
provide a scenic 
environment for drilling. 
Petro-Canada continues 
to actively explore for 
oil and natural gas in 
southern Canada. 


1 cubic 

metre = 35.31 cubic feet 
1 hectare = 2.47 acres 
1 kilometre = 0.62 miles 


anada 


Exploration Activity 


The acquisition of Petrofina substantially 
extended the Corporation’s land base in 
1981. Approximately 1.48 million net 
hectares of land within mainland Canada 
were added by Petrofina, offering greater 
scope for exploration in western Canada, 
the Arctic and the Gulf of St. Lawrence. In 
addition, Petro-Canada purchased 79 125 
net hectares of land at provincial Crown 
sales. 


Exploration activity was a major part of 
the Corporation’s effort in the provinces 
during 1981. During the year, 173 
exploratory wells in which Petro-Canada 


held an interest, were drilled in western 
Canada of which 41 were gas wells, 38 oil 
wells, 88 were dry and abandoned and six 
suspended, pending evaluation. 


The Corporation employed nine geophysical 
crews and acquired 2 684 kilometres of 

new seismic data. In addition another 2 137 
kilometres of seismic were completed by 
partners. 


Tt 


Western Canada 


A Key production areas 


© Key heavy oil/ 
oil sands activity 


© Key downstream 
activity 


@ Key exploration areas 


Driller keeps a close eye 
on rig floor activities. 
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Petro-Canada was a major player in two of 
the most promising oil areas of Alberta: 
Shekilie-Zama Basin and the Peace River 
Arch. In the Shekilie-Zama Basin, a 


successful oil well was drilled and 2 888 net 


hectares of land were acquired. The 
Corporation participated in 730 kilometres 
of seismic work in the basin. 


In the Peace River Arch oil play, 
Petro-Canada added 36 794 net hectares to 
its extensive acreage, participated in seven 
oil discoveries and conducted 380 
kilometres of seismic work. 


Activity in British Columbia was aimed at 
conventional oil prospects or those with 
potential for significant gas reserves. A 
seismic program was conducted in the 
Peejay area and two significant natural gas 
discoveries were made: one was in the 
foothills in the Oetco area and the other 
was at Laprise. 


The Corporation continued geophysical 
evaluation of prospects in the attractive 
oil-prone Cambrian Basin north of Norman 


Wells, Northwest Territories. This area of 
the Northwest Territories, known as the 
Northern Interior Plains, has the potential 
to be a successful hydrocarbon area with its 
recognized source and reservoir rocks. 


Within the Northwest Territories, . 
Petro-Canada was awarded nine exploration 
agreements during the year, totalling 6.52 
million net hectares. Two of these must be 
actively explored in keeping with the 
negotiated work program. The other seven 
agreements are under a two-year 
exploration delay to help facilitate land 
claim negotiations with the Déné and 
Métis of the Mackenzie Valley. 


Work in the Province of Québec was 
devoted to three areas: the St. Lawrence 
Lowlands, the Gaspé peninsula and the 
estuary of the St. Lawrence River. Three 
wells were drilled in the St. Lawrence 
Lowlands, and one on the Gaspé 
Peninsula; a seismic program in the estuary 
of the St. Lawrence River was also 
completed. Two of the wells in the 
Lowlands, both near the town of 
Bécancour, encountered gas shows. Further 
testing is planned to evaluate these shows. 


Petro-Canada, with two partners, acquired 
some 20 000 gross hectares southeast of 
London, Ontario in 1980 and 1981. The 
group ran a 105-kilometre seismic program 
and drilled one well in 1981. 


Production Activity 


A significant activity during 1981 was the 
integration of Petrofina’s operations with 
those of Petro-Canada. These included 
major gas facilities at Wildcat Hills and 
Windfall and oil operations in the 
Redwater field, all in Alberta. Most of the 
producing properties that were acquired 
were in proximity to existing Petro-Canada 
operations. The integration added 2 310 
cubic metres a day of oil and natural gas 
liquids and 1 771 thousand cubic metres 
per day of natural gas. This brought the 
Corporation’s total production to 11 302 
cubic metres per day of oil and natural gas 
liquids and 10 718 thousand cubic metres 
per day of natural gas. 


Oil production was less than forecast due to 
the cutback ordered by the Alberta Energy 
Resources Conservation Board. Gas 
production was below capacity as a result 
of continued low export demand for natural 
gas, particularly from British Columbia 
where the Corporation has a major portion 
of its gas production. 


The Corporation continued with its 
aggressive development drilling program, 
participating in 231 gross wells of which 
203 gross wells were completed as oil or gas 
producers. 


Major facilities were completed by 
Petro-Canada in 1981 at Brazeau and East 
Kaybob, Alberta. At Brazeau, a central oil 
battery and gas conservation facility were 
expanded to accommodate the higher oil 
and gas production realized from miscible 
flooding of the Nisku oil reservoirs. This 
project will nearly double recovery of oil 
from these reservoirs. 


At the Kaybob gas plant, 160 kilometres 
northwest of Edmonton, expanded facilities 
were put on stream in 1981 at 280 000 


'S) 


oe Added by the Petrofina acquisition 


cubic metres a day. This new gas 
processing plant and reinjection facility 
increased sweet and sour gas capacity at the 
plant site to approximately 2 million cubic 
metres per day. Of this volume about 

280 000 cubic metres of gas is reinjected 
into the Kaybob East pool to maintain 
pressure and increase natural gas liquid 
recovery. 


At Hanlan, in the west central foothills of 
Alberta, construction of a major gas plant 
was started by a partner with 
Petro-Canada’s working interest share 
being approximately 21 per cent in the 
overall project and 31 per cent in the 
plant. The Corporation invested $14.5 
million net in 1981 in this project of a total 
expected net cost of $78 million. The plant 
is expected to be on stream in early 1983 at 
a production rate (Petro-Canada net) of 
1.08 million cubic metres per day of 
marketable gas. 


In the Medicine Hat — Alderson fields in 
southeast Alberta, Petro-Canada drilled 
and tied-in 68 gas wells to increase the gas 
contract rates in this area. At the Gilby gas 
plant west of Red Deer the equipment was 


as Added by the Petrofina acquisition 


1 hectare = 2.47 acres 
1 kilometre = 0.62 miles 
1 cubic metre = 6.28 barrels 
1 cubic metre = 35.31 
cubic feet 
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Maintenance of equipment 
and plant, expansion of 
existing facilities and 
daily routine are all part 
of the production end of 
the oil business. 
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modified to recover 125 cubic metres per 
day of propane and butanes, plus 
additional condensate. The Wildcat Hills 
plant underwent major compressor 
modifications to maintain the plant 
capacity at 2 630 thousand cubic metres 
per day. 


In British Columbia compressor 
installations were completed at Siphon, 
Stoddart and North Pine north and 


northeast of Fort St. John. These facilities — 


will allow the Corporation to maintain gas 
contract rates for these areas. A central 
battery facility was completed in East 
Weasel, 90 kilometres north of Fort St. 
John, allowing concurrent oil and gas 
production. 


In the Bellshill Lake field, development 
continued with the successful drilling and 
completion of 10 additional wells. This 
development will increase current 
production and ultimate recovery from 
the pool. 


Oil Sands 


Petro-Canada, as a major holder of oil 


sands leases, is involved in two types of oil 


sands projects: those in which the oil 
sands can be recovered by surface mining 
and those in which the oil sands must be 
recovered by in situ methods. 


In the non-mineable oils sands, 
Petro-Canada as operator, completed the 
Mine Assisted In Situ Process pilot, north of 
Fort McMurray. The pilot tested horizontal 
drilling and production from oil sands using 
steam stimulation. 


In another in situ project the Petro-Canada 
operated PCEJ project completed the third 
year of a five-year program to test a 
patented electric preheat/steam flooding 
process. Four wells have been successfully 
used to preheat the formation by electric 
current and, at year end, plans were being 
made to recomplete the four electrode wells 
in preparation for production by steam 
flooding. 


Petro-Canada has an interest in 
approximately 15 per cent of all mineable 
oil sands licenses that have been granted by 
the Alberta government. This holding 
represents about 36 000 hectares. 


The Corporation is participating in three 
mineable projects: Syncrude Canada Ltd., 
Alsands Energy Ltd. and Canstar Oil Sands 
Ltd. 


During 1981 the Corporation increased its 
interest in the Syncrude project to 17 per 
cent as a result of the Petrofina 
acquisition. During the year $128 million in 
capital was invested in the plant by the 
owners and considerable progress was 
made in the areas of productivity of the 
draglines and bucket wheel reclaimer 
systems and in the operating stability of 
the upgrading processes. 


Despite operating problems which occurred 
in December, the plant shipped 4.7 million 
cubic metres of synthetic crude oil. The 
Corporation’s share, before adjustment for 
Alberta Crown Royalties, was 750 000 cubic 
metres. 


Design work has commenced on a 
debottlenecking program which would 
increase the plant design capacity to the 
permit level of 20 560 cubic metres per 
calendar day. Completion is expected in 
1986. Plans are also being made to improve 
the stability and reliability of the operation 
and to reduce operating costs. 


The Corporation also increased its interest 
in the Alsands project to 17 per cent as a 
result of the acquisition of Petrofina. By 
year end project approval was still delayed 
pending agreement with the provincial and 
federal governments. Construction 
completion of this project has now been 
extended to late 1988 or early 1989. 


Petro-Canada is a 50 per cent partner in 
Canstar Oil Sands Limited which is 
examining the possible construction of the 
first all-Canadian oil sands plant. 


Heavy Oil 


The challenges of development and 
exploitation of heavy oil deposits are being 
met with aggressive efforts by 
Petro-Canada. Development of this 
resource will contribute significantly to the 
national goal of energy self-sufficiency. 


Petro-Canada is actively evaluating 
commercial resources and assisting and 
encouraging industry involvement in the 
development and exploitation of heavy oil 
reserves. | 


Proven Reserves Natural Gas (before royalties) 


1977 1978 1979 1980 1981 
‘li : 

Weer Guiad a (millions of cubic metres) 
British Columbia * 54 480.1 45576.2 50955.3 49 809.6 
Alberta : 63,945,.5— 61 955.964.125.287, 13933 
Saskatchewan > 244.3 276.7 S123 320.8 
Subtotal Poel on0 118:670.2 107 808:89115.392.8 137 269.7 
International 
Gulf of Mexico (U.S.) 0.0 0.0 0.0 485.3 431.5 
Proven Reserves Oil and Natural Gas Liquids 
(before royalties) 

1977 1978 1979 1980 1981 
Western Canada (thousands of cubic metres) 
British Columbia A O2 185 7 3994158 oS 912.4 -4:037.3 
Alberta x 45 966.4 46109.0 43 874.5 48 209.9 
Saskatchewan * HSS sole. 865.6." 1567.7 
Manitoba 0.0 0.0 0.0 0.0 LS 
Subtotal 2412720 3505521-1 ~50:403.0 48:652.5 ~53°826.4 
International 
Spain OF0 pee 003 725 el 02956 974.2 917.3 
*not available 
The Corporation is Operator of five separate 'cubic 8 cat 


heavy oil thermal pilot projects. A 100 per 
cent Petro-Canada project, the Primrose 
Lake Heavy Oil Pilot was constructed in 
1981. Cost of the pilot project will 
eventually total $34 million and will test a 
cyclic steam injection scheme on eight 
wells in 1982. 


Another major heavy oil pilot is at Cactus 
Lake, Saskatchewan, where participation is 
shared equally with two companies. This 
field currently on primary production will 
be pilot tested for enchanced recovery using 
a fireflood scheme. 


1 kilometre = 0.62 miles 
1 hectare = 2.47 acres 
1 cubic metre = 6.28 barrels 


AS: 


1 cubic metre 
1 cubic metre 
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Added by the Petrofina acquisition 


6.28 barrels 
35.31 


cubic feet 


__ Added by the Petrofina acquisition 


At Muriel Lake, and Kinsella, Alberta, the 
Corporation is a partner in two separate 
heavy oil pilots to investigate recovery 
rates and techniques. Plans for further 
piloting in the Kinsella area are underway 
with approximately $20 million being 
allocated to the pilot work. 


Petro-Canada is also a participant with 
four other companies in plans to build a 
heavy oil upgrader in Saskatchewan. By 
year end, the group had taken options to 
purchase land in two areas, each a 
possible location for an upgrader. 


Reserves and 
Production Figures 


Petro-Canada’s proven reserves of oil and 
natural gas liquids were 47.1 million cubic 
metres at year end. The Corporation 
produced 3.3 million cubic metres (an 
average of 8 992 cubic metres a day) during 
1981. Reserve additions and revisions to 
reserves amounted to 1.7 million cubic 
metres for a net decrease in reserves of 1.6 
million cubic metres. 


Total proven reserves of natural gas stood 
at 117.6 billion cubic metres at year end. 
Production for 1981 was 3.3 billion cubic 
metres (an average of 8 947 thousand cubic 
metres a day). Reserve additions and 


revisions to reserves amounted to 5.5 
billion cubic metres for a net increase in 
reserves of 2.2 billion cubic metres. 


Proven reserves of oil and natural gas 
liquids added through the acquisition of 
Petrofina were 6.7 million cubic metres. 
Minor revisions or additions resulted in a 
net decrease of reserves of 0.8 million 
cubic metres during the year. 


For natural gas proven reserves, the 
acquisition brought with it 19.7 billion 
cubic metres to Petro-Canada. Additional 
production totalled 0.6 billion cubic 
metres. Reserve additions and revisions to 
reserves from former Petrofina activities 
amounted to 0.5 billion cubic metres for a 
net decrease in reserves of 0.1 billion cubic 
metres. 


At December 31, 1981, the combined 
reserves for Petro-Canada and Petrofina 
for oil and natural gas liquids were 53.8 
million cubic metres and for natural gas 
137.3 billion cubic metres. 


International 


A major discovery, made in the Norwegian 
North Sea block 30/3 in which 
Petro-Canada holds a five per cent interest, 
was tested in 1981. Further delineation 
drilling will be conducted during 1982. 


Seismic data acquired in conjunction with 
partners on seven blocks off the coast of 
the People’s Republic of China was | 
interpreted and the results were submitted 
to the Chinese governments as a prelude to 
bidding for drilling rights expected to be 
awarded in 1982. 


Petro-Canada holds a 7.58 per cent interest 
in the producing Casablanca field in the 
Spanish Mediterranean. 


Reserves at year end for the Gulf of Mexico 
properties in the United States were 431.5 
million cubic metres of natural gas and 

23 000 cubic metres of natural gas liquids. 


A second refinery and a 
highly qualified staff were 
added to Petro-Canada’s 
assets through the 


acquisition of Petrofina. 


The acquisition of Petrofina Canada Inc. 
had a dramatic effect on the marketing and 
manufacturing activities of the Corporation 
both from a financial and a processing 
position. The Petrofina assets added 
substantially to the refining capability of the 
Corporation with the addition of a 13 500 
cubic metre per day refinery at 
Pointe-aux-Trembles, Québec, and 
extended the Corporations’ marketing 
outlets to eastern Canada. Marketing and 
manufacturing will play a growing part in 
the Corporation’s activities, providing cash 
flow for long term, costly geographic and 
technological frontier developments. 


~% / 
/ 


Expansion to Petro-Canada’s refinery at 
Taylor, British Columbia, was completed 
during the year boosting the plant’s 
capability by 700 cubic metres per day. The 
project, involving modifications or 
additions to virtually every major 
component of the refinery, raises plant 
charge capacity by 28 per cent to 3 200 cubic 
metres per stream day. The expansion will 
assist the Corporation to more fully meet 
market demand in western Canada. 
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From wellhead to gas 
tank, Petro-Canada is not 
only a fully integrated 
petroleum company, its 
operations are nation 
wide. 
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Construction of a 2 225 cubic metres per 
day Visbreaker at the Pointe-aux-Trembles 
refinery began late last year. It will reduce 
heavy fuel oil production by about 25 per 
cent through conversion to gasoline and 
middle distillate. Project completion is 
expected in late 1982 at a cost of $35 
million. 


The 1980’s are expected to see heavy oils 
forming an increasing proportion of the 
crude supply thoughout the world. In 
Canada, bitumen from oil sands and heavy 
oil from western Saskatchewan and 
Alberta will be a major contributor to future 
energy supply. In preparation for the need 
to upgrade these heavy oils prior to 
refining, Petro-Canada has spent three 
years studying the CANMET residuum 
hydrocracking process developed by the 
research at the federal department of 
Energy, Mines and Resources. The 
Corporation was granted an exclusive 
license in 1979 to develop the process. 


Late in the year, Petro-Canada’s Board of 
Directors approved expenditure of $117 
million for construction of an 800 cubic 
metre per day demonstration plant for its 


CANMET process. The unit will be located 
at the Pointe-aux-Trembles refinery and is 
scheduled to be on-stream in 1984. The 
unit will play a vital role within the refinery 
in disposing of excess heavy fuel oil and, 

at the same time, will provide the first 
commercial demonstration of the 

CANMET technology. 


Total throughput of refined products at the 
Pointe-aux-Trembles refinery was 237 339 
million litres following the acquisition by 
Petro-Canada. This commodity added 
$102.5 million to revenues. 


In the last quarter of 1981, the Corporation 
sold its polystyrene facility, adjacent to the 
Pointe-aux-Trembles refinery, to a Canadian 
company for $16.9 million. 


At Empress, Alberta, the Corporation’s 
turbo-expander straddle plant contributed 
substantially to Petro-Canada’s cash flow. 
Designed to strip liquid products from 
natural gas, the plant processes more than 
half of the gas leaving Alberta for eastern 
Canada. During 1981, the plant recovered 
6 800 cubic metres of liquid products a day, 
an increase of 1 300 cubic metres per day 
over 1980 production, the prevous high 
production year. 


The ethane is delivered by pipeline to 
either a petrochemical plant near Red Deer, 
Alberta, or to the Cochin pipeline, 10 per 
cent of which is owned by Petro-Canada. 
The remaining liquids, 2 400 cubic metres 
per day, are fed to Petro-Canada’s own 
pipeline which extends from the Alberta 
border to Winnipeg. 


Other Projects 


The Corporation is particpating with five 
other companies in the Carmont Project to 
study the construction of a $1.5 billion 
heavy oil upgrader in Montreal. The 
project has proceeded to the design, cost 
estimates, research and development and 
environmental impact assessment phases. 


Petro-Canada continued during 1981 to act 
as agent for the importation of Mexican 


crude oil. The Corporation is responsible for 


the purchase of 7 900 cubic metres of oil 
per day, its transportation and delivery to 
refiners in eastern Canada. This 
represented about nine per cent of the 
country’s total crude oil imports during 
the year. During the first 15 months of the 
contract, including all of 1981, the 
Corporation handled some 2.9 million cubic 
metres of Mexican oil, down from 
anticipated levels due to shipping and 
weather difficulties. This was the first 
state-to-state oil deal negotiated by 
Petro-Canada. 


At Come-by-Chance, Newfoundland, 
Petro-Canada is studying the technical and 
economic feasibility of rehabilitating the 
refinery there which is currently 
mothballed. 


Marketing 


Retail marketing of gasoline and other 
motor fuels is the Corporation’s most 
visible activity. With the acquisition of 
Petrofina Canada Inc., Petro-Canada’s 
retail system was expanded to eastern 
Canada. In January, 1981, Petro-Canada 


acquired Merit Oil Co. Ltd., primarily a 
gasoline retailer in British Columbia. 
Mainly due to these two events the 
Corporation’s total marketing outlets rose 
to 1 504 at year end. 


The Corporation’s volume of refined oil 
products sold rose from 1 436 000 cubic 
metres in 1980 to 4 017 000 cubic metres in 
1981. 


Reidentification of the Fina service stations 
began late in the year with the 
simultaneous opening of stations in 
Montréal, Toronto and Halifax. Conversion 
of all stations will be complete by the 
middle of 1982. Reidentification of Merit 
stations began in 1981 and will be 
completed in 1982. Response at the 
reidentified stations has been encouraging 
with an overall increase in sales of two per 
cent despite a general industry decline of 
three per cent. At the same time, credit 
card applications during the last quarter 
increased four times over the same period 
last year. 


Petro-Canada’s marketing 
outlets now exceed 

1 500 and are located in 
every territory and 
province except 
Newfoundland. 


6.28 barrels 
291.97 gallons 
39.31 


cubic feet 


1 cubic metre = 
1 cubic metre = 
1 cubic metre 


1 
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Petro-Canada’s commitment to research 
and development has been a long standing 
one. In 1980, the Corporation opened its 
first centralized, in-house facility. Late in 
1981, the Board of Directors gave approval 
to expand the existing 6 130 square metres 
facility by an additional 26 400 square 
metres on adjacent property at the 
University Research Park in northwest 
Calgary. The facility will be completed in 
1985 to provide space and equipment 
essential to developing new or improved 
exploration, production and heavy oil 
upgrading technology. 


The Corporation spent $66 million in 1981 
in research and development, representing 
7.3 per cent of the total corporate capital 
budget. This includes energy related 
research such as oil sands pilots, and 
technical services and developmental work. 


The success of Petro-Canada’s future 
operations will depend in part on its 
ability to meet technical challenges to fully 
realize hydrocarbon potential. This is 
especially true in the areas of frontier 


production and transportation systems and 
also in connection with heavy oil and oil 
sands production and processing. 


Petro-Canada’s role in finding and 
developing reserves in Canada will include 
unique application of technology through 
research and development. 


Coal 


Petro-Canada’s activities in coal in western 
Canada continued to evolve in 1981. A 
project at Kipp, Alberta, 15 kilometres 
northwest of Lethbridge, was shelved for 
up to two years due to railway 
transportation difficulties. 


At the Corporation’s Monkman coal 
properties in northeastern British Columbia, 
preliminary exploration, engineering and 
socio-economic studies were completed 
during the year. The Monkman coal 

leases, one of the most promising 


properties in northeastern British Petro-Canada 
Columbia, cover 38 308 hectares and contain Int ern ati on al As sist ance 


an estimated 2.8 billion tonnes of coal in 


place. Corporation 

In total the Corporation holds some 200 000 This wholly owned subsidiary of 

net hectares of coal lands in southern Petro-Canada was established in 1981 as a 

Canada plus approximately 1.6 million net separate business entity by the 

hectares in the Arctic. Government of Canada. Separate funds will 

Petro-Canada also participated in coal be supplied by the Government to PCIAC Feasibility studies and 


in order to provide assistance to preliminary exploration 
l 1 2, ahaa lon f work have been 
esser-developed countries in exploring for = .onducted on the 

and developing indigenous oil and natural = Corporation’s coal 


gas resources. properties. 


surveys and feasibility studies in Nova 
Scotia and oil shale surveys in New 
Brunswick. 


Canertech 


Canertech was established in 1980 as a 
wholly-owned subsidiary of Petro-Canada. 
Headquartered in Winnipeg, Manitoba, 
Canertech began its first year of operation 
with a $20 million budget aimed at 
assisting the development of commercial 
alternate energy projects in Canada. 
Canertech is expected to become an 
autonomous Crown corporation in 

due course. 
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Petro-Canada’s team of 


employees are the 
Corporation’s most 
valuable asset. Rapid 
growth by acquisition 
places even greater 
emphasis on the 
importance of the staff 


Ze 


orate 
Responsibility 


Human Resources 


The Corporation added 1 500 employees to 
its staff as a result of the Petrofina 
acquisition bringing to 5 800 the total of full 
time and part time staff. Petro-Canada 
began construction of an office complex in 
1981 to house its growing staff in Calgary 
now scattered in more than 20 locations in 
the city. The new complex is 50 per cent 
owned by Petro-Canada. 


Petro-Canada is above all, a team of 
professional, hard-working people. Each of 
the Corporation’s activities and each of its 
accomplishments are the result of many 
contributions of many employees. Career 
development and training programs for 
permanent staff are on-going commitments 
of the Corporation. 


Environmental and 
Social Affairs 


Since its inception Petro-Canada has taken 
a strong interest in the environmental and 
socio-economic impact of energy 
developments. Emphasis has been placed 
on the integration of these concerns in 


both corporate and operating activities; with 


the result that Petro-Canada is one of the 
leading corporations in this area in the 
Canadian business community. 


The Corporation’s responsibility includes 
giving environmental and social concerns 
high priority in every phase and level of 


the Corporation’s operations. This includes 


planning, decision-making, engineering, 
implementation and decommissioning. 


Petro-Canada’s approach ensures that its 
resource development decisions are taken 
in a process that includes public and 
community concerns and facilitates 
information exchange between groups 
interested in and affected by proposed 
developments. Communication between 
industry, the public and government 
agencies is encouraged in order to evolve 
sound regulatory and policy approaches 
for treating these concerns in the 
development of Canada’s energy 
resources. 


The environmental and social affairs staff 
of the Corporation work in conjunction 
with the operations group to develop 
continuity and practical solutions to 
everyday problems throughout Canada. In 
addition, the Corporation takes an active 
role in organizations dedicated to the 
conservation of the environment and the 
development of emergency contingency 
planning. 


As part of the Corporation’s commitment 
to good corporate citizenship, a well 


rounded program of donations within 
Canada was administered. Petro-Canada 
made financial contributions in the areas 
of health and welfare, education, cultural 
and environmental areas as well as 


supporting sports, civic and other activities. 


Petro-Canada plays an 
active role in ensuring 
that resource 


development decisions 
include social and 
environmental 
consideration. 


Zo, 


@ @ $139.0 million, leaving net earnings after 
In ancla preferred share dividends of $64.9 million. 
This compares with $55.7 million in 1980, 


an increase of 16.5%. 


@ 

Review The National Energy Program (NEP) 
included provisions for the Petroleum 

Incentives Program (PIP) and the 
Petroleum and Gas Revenue Tax (PGRT). 
The PGRT is clearly stated in the NEP to 
be the funding mechanism for PIP and it 
follows that these two provisions of the 
NEP represent an integrated program such 
that a portion of the PIP is funded by the 
Corporation itself by its payment of PGRT. 
The Government in fact permits PGRT 
obligations to be satisfied by waiving the 
right to PIP entitlements of like amount, as 
a result of which PGRT payments can be 
totally avoided providing there is sufficient 
PIP entitlement. The PIP/PGRT program is 
intended to replace former incentives 
provided through the income tax system by 
means of depletion allowances which were 
reflected in the earnings statement. 


Petro-Canada’s earnings have been 
determined in accordance with a Guideline 
y Sues Pee ono preferred issued in February, 1982 by the Canadian 

: Institute of Chartered Accountants which 
stipulates that PGRT be treated as a 
reduction of earnings and that PIP 
entitlements be treated as a reduction of 
capital expenditures. The Corporation is of 
the opinion that this treatment does not 
recognize the self-funding nature of the 
PIP/PGRT program, does not portray the 
real economic impact and produces results 
which are not comparable with those of 
prior years when depletion allowances 
were reflected in the statement of 


The substantially increased revenues and 
earnings for 1981 reflect the continued 
growth of the Corporation resulting from 
its large capital expenditure programs and 
the acquisition of Petrofina Canada Inc. 
during the year. The results of the former 
Petrofina operations are included in the 
financial statements from May 12, 1981, the 
effective date of the acquisition. 


Earnings 


Earnings before income taxes were $429.0 
million compared with $319.2 million in 
1980, an increase of 34.4%. Provision for 
income taxes of $225.2 million resulted in 
net earnings before preferred share 
dividends of a subsidiary of $203.8 million, 
an increase of $40.1 million or 24.5% from 
1980. The dividends paid on the preferred 
shares, which are held by a group of 
Canadian chartered banks, amounted to 
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earnings. It is the Corporation’s view that, 
to the extent PIP is available, PGRT should 
_ be netted against PIP rather than be 
deducted from earnings and that capital 
expenditures should be reduced only by 
the PIP remaining after PGRT has been 
deducted. On this basis the Corporation’s 
net earnings for 1981, after preferred share 
dividends, would have been $106.1 million 
compared to $55.7 million in 1980, an 
increase of $50.4 million or 90.5%. 


Revenue 


Operating revenue of $2 646.4 million 
includes $707.6 million generated by the 
former Petrofina operations since the date 
of acquisition. If this contribution is 
deducted from operating revenue, the 
resultant $1 938.8 million compares with 
$991.5 million in 1980, for an increase of 
$947.3 million. This increase is mainly as a 
result of including a full year’s revenue 
from Mexican crude oil, imported by the 
Corporation in accordance with Government 
of Canada directives, amounting to $680.0 
million in 1981, compared with $11.8 
million in 1980. The remaining $279.1 
million of the increase resulted from higher 
sales volumes and prices in the refined oil 
products segment, and higher prices 
together with a slight improvement in 
sales volumes in the natural gas liquids 
segment. Higher prices in the natural 
resources segment were largely offset by 
reduced gas production volumes, mainly 
in British Columbia, and reduced oil 
production as a result of the Alberta 
cutback program. Interest and other income 
of $48.4 million resulted mainly from the 
investment of temporarily surplus cash. The 
Corporation’s investment in Westcoast 
Transmission Company Limited generated 
almost all of the $21.0 million equity in 
earnings of affiliates. Total revenue for the 
year of $2 715.8 million represents an 
increase of $1 680.6 million over 1980 
revenue of $1 035.2 million. 


Expenses 


Expenses increased to $2 286.8 million 
from $716.0 million in 1980 reflecting a full 
year’s purchases of Mexican crude oil; the 
considerably expanded operations resulting 
from the acquisition of Petrofina; higher 
volumes and costs of purchased crude oil 
and products for refining and marketing 
operations; the introduction of the 
Petroleum and Gas Revenue Tax and the 
impact of inflation on expenses. 


Funds from operations 


Funds from operations of $526.9 million in 
1981 were up by $69.4 million or 15.2% 
from $457.5 million in 1980. This amount 
consisted of the earnings before dividends 
of $203.8 million plus items not requiring 
cash expenditures of $323.1 million 
(deferred income taxes of $175.3 million; 
depreciation, depletion and amortization of 
$157.1 million less net credits of $9.3 
million). 
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Funds available for 
reinvestment 


During 1981 Petro-Canada generated funds 
for reinvestment of $188.6 million. This 
amount consisted of funds from operations 
of $526.9 million plus advances for future 
natural gas deliveries of $8.8 million less 
obligations for long-term debt of $208.1 
million and preferred share dividends of 
$139.0 million. 


Capital expenditures 


Capital expenditures in 1981 were $709.9 
million, an increase of $270.4 million or 
61.5% over 1980. These expenditures 
consisted of: 


millions 
Oil and gas exploration and 
developmentissse. ean $425.5 
Refining and marketing....... 74.2 
Bituminous sands projects .... 50.3 
Other property, plant 
andlequipment va sens 44.6 
Investments (mainly Panarctic, 
Canertech and Westcoast)... 88.7 
Deferred charges (mainly 
Arctic LNG, heavy oil, oil 
sands projects and other 
feasibility studies) ...... 26.6 
$709.9 


These expenditures were financed by the 
funds available for reinvestment and by 
proceeds from the issues of shares and 
long-term debt. The Corporation’s 
entitlement to receipts of $138.8 million 
from the Petroleum Incentives Program, 
resulting from eligible capital expenditures, 
has been included in working capital. 


Acquisition 


During the year the Corporation acquired 
55.7% of the outstanding shares of 
Petrofina Canada Inc., which has been 
renamed Petro-Canada Enterprises Inc., 
and has a tender offer outstanding for the 
remaining shares which remains open 


until February 28, 1983. The results of the 
former Petrofina operations from May 12, 
1981, the effective date of the acquisition, 
are included in the consolidated financial 
statements. The cost of the acquisition to 
December 31, 1981 was $825.5 million and 
it is estimated that the cost of acquiring the 
remaining 44.3%, subject to adjustments to 
reflect imputed interest and dividend 
payments, would be $787.4 million. The 
acquisition is being financed through a 
credit facility arranged with two Canadian 
chartered banks, much of which is being 
repaid by funds from the Canadian 
Ownership Account, in acknowledgement 
of which the Corporation is issuing 
convertible notes to the Government of 
Canada. These notes will be converted 
into common shares of the Corporation at a 
later date. 


Net assets 


The consolidated assets at December 31, 
1981 totalled $6 612.5 million and consisted 
of: current assets — $1 207.1 million; 
investments (mainly Westcoast and 
Panarctic) — $383.9 million; property, plant 
and equipment — $4 911.4 million; deferred 
charges (mainly feasibility studies) — $69.7 
million and deferred interest — $40.4 
million. Deductions from the consolidated 
assets for liabilities, deferred income taxes 
and the minority interest in Enterprises 
totalling $3 045.9 million together with 

$1 464.4 million preferred shares issued by 
Petro-Canada Exploration Inc. resulted in 
net assets of $2 102.2 million, representing 
the Government of Canada’s investment in 
the Corporation. This investment consisted 
of: notes which will be converted into 
common shares of the Corporation — $461.7 
million; preferred shares — $864.8 million; 
common shares — $600.0 million and 
retained earnings — $175.7 million. 


Management's Responsibility for 
the Financial Statements 


The financial statements have been prepared by management in accordance with generally accepted accounting 
principles appropriate in the circumstances. Management is responsible for the other information in the 
Annual Report, which is consistent, where applicable, with that contained in the financial statements. 
Management is also responsible for installing and maintaining a system of internal control to provide 
reasonable assurance that reliable financial information is produced. The Corporation has an internal audit 
department, whose functions include reviewing the system of internal control to ensure that it is adequate and 
functioning properly. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial 
reporting and internal control. The Board exercises its responsibilities through the Audit Committee of the 
Board, a majority of which is composed of directors who are not employees of the Corporation. The committee 
meets with management, the internal auditors and the external auditors at least four times each year to satisfy 
itself that responsibilities are properly discharged and to review the financial statements. 


The external auditors, Peat, Marwick, Mitchell & Co., conduct an independent examination, in accordance with 
generally accepted auditing standards, and express their opinion on the financial statements. Their 
examination includes a review and evaluation of the Corporation’s system of internal control and appropriate 
tests and procedures to provide reasonable assurance that the financial statements are presented fairly. The 
external auditors have full and free access to the Audit Committee of the Board. 


Auditors’ Report 


To the Honourable Marc Lalonde, P.C., M.P. 
Minister 

Energy, Mines and Resources Canada 
House of Commons 

Ottawa, Canada 


Peat, Marwick, Mitchell & Co. 


We have examined the consolidated balance sheet of Petro-Canada as at December 31, 1981 and the 
consolidated statements of earnings and retained earnings and changes in financial position for the year then 
ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the corporation as 
at December 31, 1981 and the results of its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


We further report as required by Section 77(1) of the Financial Administration Act that, in our opinion, proper 
books of account have been kept by the corporation and the transactions that have come under our notice have 
been within the powers of the corporation. 


Calgary, Canada Viger Ynanrcuceh Les HE, 


February 26, 1982 Chartered Accountants 
OF 


PETRO CANADA 


Consolidated Balance Sheet 


As at December 31, 1981 


(stated in thousands of dollars) 


Assets 


Current Assets 


Cash and short-term deposits 
Accounts receivable 
Inventories (Note 3) 


Deposits and prepaid expenses 


Investments (Note 4) 
Property, Plant and Equipment, net (Note 5) 
Deferred Charges (Note 6) 


Deferred Interest (Note 10) 


Approved on behalf of the Board 
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Director 
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Director 
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1981 


$ 115 534 
587 476 
474 017 

30 043 


1 207 070 


383 875 


4 911 387 


69 754 


40 447 


$6 612 533 


1980 


$ 72690 
257 119 
127 214 


25 642, 


482 665 


291 S17 


2 950 741 


41 543 


= $3766 766 


Liabilities 


Current Liabilities 


Accounts payable and accrued liabilities 
Income taxes payable 


Portion of long-term debt due within one year 


Long-Term Debt (Note 7) 

Revolving Term Loan (Note 8) 

Advances on Future Natural Gas Deliveries 
Deferred Income Taxes 

Minority Interest in Subsidiary (Note 2) 
Preferred Shares Issued by a Subsidiary (Note 9) 
Convertible Notes (Note 10) 


Shareholder’s Equity 
Capital (Note 11) 


Preferred shares 


Common shares 


Retained Earnings 


Commitments and Contingencies (Note 16) 


1981 


$ 426 523 
10 006 


73 135 


509 664 
211 042 


566 829 
60 896 
910 066 
787 450 

1 464 375 
461 767 


864 772 


600 000 


1 464 772 
175 672 


1 640 444 


$6 612 533 


1980 


® 2865 792 


61 668 


347 460 
221 407 


a7 187. 
581 738 


1 464 375 


423 800 


580 000 


1 003 800 
110 799 


1 114 599 


$3 766 766 
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PETRO- CANADA 


Consolidated Statement of Earnings and 
Retained Earnings 


For the year ended December 31, 1981 


(stated in thousands of dollars) 


1981 1980 
(Note 2) 
Revenue 
Operating $2 646 365 S$ 991 517 
Interest and other income 48 414 2/ 611 
Equity in earnings of affiliates 2 20 998 16 026 
2715 777 1 035 154 
Expenses 
Crude oil and product purchases 1 541 920 290 047 
Producing and refining 274 440 165 230 
Depreciation, depletion and amortization 157 122 141 960 
Marketing, general and administrative 156 942 79 (96° 
Taxes other than income taxes 115 586 16119 
Interest on long-term debt 35 446 22 850 
Other interest 5 303 —_— 
2 286 759 716 004 
Earnings Before Income Taxes 429 018 319 150 
Provision for Income Taxes (Note 12) 
Deferred 175 278 156 407 
Current 49 896 (943) 
225 174 155 464 | 
Net Earnings for Year Before Preferred 
Share Dividends of Subsidiary 203 844 163 686 
Preferred Share Dividends of Subsidiary (Note 9) 138 971 107 937 
Net Earnings for Year After Preferred Share 
Dividends of Subsidiary 64 873 55 749 
Retained Earnings at Beginning of Year 110 799 55 050 


Retained Earnings at End of Year $ 175 672 $ 110 799 


PETRO- CANADA 


Consolidated Statement of Changes in 


Financial Position 


For the year ended December 31, 1981 
(stated in thousands of dollars) 


sources of Working Capital 
Net earnings for year before preferred 
share dividends of subsidiary 


Add items not affecting working capital 


Working capital provided from operations 
Borrowings from revolving term loan 
Proceeds from issue of convertible notes 
Proceeds from issue of shares 

Petroleum incentives program grants 
Proceeds from issue of long-term debt 


Advances on future natural gas deliveries 


Uses of Working Capital 


Acquisition of Petrofina Canada Inc. 


Less working capital acquired 


Purchase of property, plant and equipment 
Repayments of revolving term loan 
Reduction of long-term debt 

Preferred share dividends paid by subsidiary 
Increase in investments 

Deferred interest 


Increase in deferred charges 


Increase (Decrease) in Working Capital 


Working Capital at Beginning of Year 


Working Capital at End of Year 


1981 


(Note 2) 


$ 203 844 
323 126 


526 970 
1 029 558 
461 767 
460 972 
138 764 
21 230 

8 752 


2 648 013 


825 500 


299 771 


525 729 
594 601 
462 729 
208 055 
138 971 
88 673 
40 447 
26 607 


2 085 812 


562 201 


135 205 


$ 697 406 


1980 


$163 686 


293 864 


457 550 


19:59) 


557 441 


424 379 
60 829 
107 937 
10 163 


4 991 


___ 608 299 


(50 858) 


186 063 


$135 205 
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PETRO CANADA 


Notes to Consolidated Financtal Statements 


December 31, 1981 


(tabular amounts shown in thousands of dollars) 


1. Summary of Significant Accounting Policies 


(a) Basis of Consolidation 


The consolidated financial statements include the accounts of Petro-Canada and of all subsidiary 
companies (“the Corporation”) except those of Canertech Inc., the reason for which exclusion is 
described in Note 4. 


The excess of the consideration paid for the shares of subsidiaries over the underlying net book 
values at the dates of acquisition is attributed to the related assets acquired. ' 


(b) Translation of Foreign Currency 


Current assets and current liabilities are translated at the rate of exchange in effect at the close of the 
year. The resulting gains and losses are included in earnings. Long-term assets, liabilites and 
preferred shares issued by a subsidiary are translated at rates in effect at the dates the assets were 
acquired, the obligations were incurred or the capital stock was issued. Revenue and expense items 
are translated at the average rates in effect during the year with the exception of depreciation, 
depletion and amortization which reflect rates in effect when the assets were acquired. 


(c) Inventories 
Inventories are valued at the lower of cost and net realizable value. 
(d) Investments 


The Corporation accounts for investments in companies over which it has significant influence on the 
equity method. Other long-term investments are accounted for by the cost method. 


(e) Property, Plant and Equipment 


The Corporation accounts for the investment in oil and gas properties on the full cost method 
whereby all costs relating to the exploration for and development of oil and gas reserves are 
capitalized. Such costs include those related to lease acquisitions, geological and geophysical 
activities, lease rentals on non-producing properties, drilling both productive and non-productive 
wells and overhead related to exploration. 


Separate cost centres have been established for non-frontier Canada, each of five Canadian frontier 
areas and each foreign area in which the Corporation has an interest. Costs incurred in producing 
foreign cost centres are depleted separately on the unit of production method based on estimated 
proven oil and gas reserves. In 1981, the Corporation adopted the revenue method of depletion for 
the non-frontier Canada cost centre whereby costs incurred are depleted in the proportion that 
current revenue is to the total estimated revenue from proven reserves of oil and gas. This 
modification of the unit of production method, which prior to 1981 was based on production 
volumes, was made in response to changes in the pricing of hydrocarbons initiated by the National 
Energy Program and finalized by the signing of the Energy Pricing and Taxation Agreements 
between the Federal Government and the producing provinces. 


OZ 


(f) 


(g) 


(h) 


Annual costs incurred in the other cost centres are amortized on a straight line basis over the period 
during which exploration activity in each cost centre is expected to continue. When exploration 
proves to be successful, as when an indicated commercial discovery is made, amortization is 
suspended and the unamortized balance of the cost centre is depleted on the unit of production 
method when production commences. When exploration proves to be unsuccessful and the cost 
centre is condemned or abandoned, the unamortized balance of that cost centre is charged to 
earnings at that time. 


Costs of property, plant and equipment associated with the Syncrude Project and related leases are 
accumulated in a separate cost centre and are depreciated on the unit of production method based 
on production volumes. Expenditures on other bituminous sands leases are also accumulated in 
separate cost centres and are amortized, depleted or otherwise charged to earnings in accordance 
with the policy described in the preceding paragraph. 


Depreciation of plant and equipment, except as noted above, is provided on either the unit of 
production method, based on production revenues, or the straight line method as appropriate. 
Annual straight line depreciation rates range from 2.5% to 25.0%. 


The interest cost of debt attributable to the construction of major new facilities is capitalized during 
the construction period. 


Substantially all of the Corporation’s exploration and production activities related to oil and gas are 
conducted jointly with others. Only the Corporation’s proportionate interest in such activities is 
reflected in the financial statements. 


Deferred Charges 


The Corporation defers costs incurred on feasibility studies involving economic evaluation and 
y 
preliminary engineering relating to: 


(i) Production of hydrocarbons from conventional heavy oil and oil sands deposits 
(ii) Arctic Liquefied Natural Gas Project 
(iii) Transportation and refining projects 


When production or commercial activity of a particular project commences the applicable 
expenditures are transferred to property, plant and equipment and are charged to earnings based on 
the estimated useful life of the project. In the event that a decision is made not to proceed with a 
particular project, all associated costs are charged to earnings at that time. 


Certain costs relating to the Corporation’s marketing program are deferred and amortized on a 
straight line basis over five years. 


Debt issue expense is amortized on a straight line basis over the life of the debt. The amortization is 
included with interest on long-term debt in the consolidated statement of earnings and retained 
earnings. 


Federal Petroleum Compensation Program 


Under the oil compensation program the Federal Government compensates eligible importers, and 
purchasers of domestic synthetic crude oil for a portion of certain costs with respect to petroleum 
consumed in Canada, provided they maintain prices for certain products at levels not to exceed those 
suggested by the Government. Compensation received under the program is reflected as a reduction 
of crude oil and product purchases. 


Research Costs 


Research costs are charged against earnings as incurred. 


S| 
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(i) Income Taxes 


The Corporation makes full provision for income taxes deferred as the result of claiming tax 


depreciation, exploration, development and other costs which exceed the related amounts charged 
to expense in the financial statements. 


(j) Pension Plan 


Costs of pension benefits for current services are funded and charged to earnings as they accrue. 
Costs for past services, arising from amendments to the plan, and experience deficiencies are funded 


in accordance with applicable pension legislation and charged to earnings over periods not exceeding 
fifteen years. 


Acquisition of Petrofina Canada Inc. 


On April 18, 1981 the Corporation made a tender offer to purchase for cash at $120 per share, subject to 
adjustments to reflect imputed interest and dividend payments, any and all of the outstanding common 
shares of Petrofina Canada Inc., subsequently renamed Petro-Canada Entreprises Inc. (“Enterprises”). 
The offer will terminate on February 28, 1983, unless extended. 


Effective May 12, 1981 the shareholders of Enterprises approved the sale of substantially all its net assets 
to the Corporation in exchange for securities issued by a subsidiary of the Corporation. The securities are 
valued at $1 612 950 000, being the equivalent of $120 per common share of Enterprises after adjustment 


for estimated imputed interest and dividends on common shares of Enterprises not yet acquired by the 
Corporation. 


The net assets acquired at attributed values consist of: 


Property, plant and equipment 


Oil and gas 
Canada 
—— non-frontier..........-- 06... $ 696 616 
— frontier..... 12 253 
Bituminous sands 
—~ SYNCIUdE. ......5........55..5....... 5. 191 584 
—— Other bituminous sands .......................... 55 126 
Refining and marketing .........43. 5 2.2.1... = 688 054 
Pipelines and other property and equipment ................... 6 888 
1 650 521 
Invesitments..............5.4......5. 55... i 4773 
Deferred charges... .....5.5.5......5..,.5 27 1 674 


Long-term debt... (176 460) 
Advances on future natural gas deliveries ; (14 957) 
Deferred income taxes 


Coe ei (152 372) 
Working capital 
= Current assets 6.5.6.0... 04.2525.0.. 0.2050 $ 462 520 
-— Current liabilities. ..¢.-.....3. 0. 205200 2 (162 749) 290 712 
$1 612 950 


The acquisition of the assets from Enterprises and the tender offer constitute an integrated transaction 
which has been accounted for by the purchase method with the results of operations included in these 


financial statements from May 12, 1981. Details of the acquisition are as follows: 


Pen Vale OF aCQUITC deccts 2 oi ne 
oo weve OF desunied lapiitie: el... 


Excess of attributed value over book value of acquired net assets: 


mero euin and natural gas propefiies . $487 789 
memahe CC Waren ee 509 802 
Bituminous sands 
ee eycrude Proc, 7 838 
ee? Oilumious sands leases... 45 100 


Iyet assets acquired from Enterprises at attributed value ............. 


Pee ree a i, 


(ee Or acauisiion to December 31,1981 ... .................22... 


$1 070 905 
(508 484) 


562 421 


1 050:929 


1 612 950 
(787 450) 


$ 825 500 


At December 31, 1981 the Corporation had acquired 6 750 418 shares (55.7%) of the outstanding common 
shares of Enterprises. The acquisition was financed by funds from a revolving term loan (Note 8). The 
minority interest is stated, pursuant to the offer of April 18, 1981 and the shareholder approval of May 
12, 1981 referred to above, at the estimated cost of acquiring all of the outstanding shares of Enterprises 
not already held by the Corporation at December 31, 1981. Funds for the acquisition of these shares will 


also be provided from the revolving term joan. 


Inventories 
1981 
Inventories consist of: 
Poeeteecuced a $ 67 378 
Domestic crude oil, refined products and merchandise .............. 337 658 
Neaetiols ad supplics ©... 68 981 
$474 017 


1980 


31 356 
43 796 
32 062 


$127 214 


oo 
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Investments 


The Corporation’s investments consist of: 


1981 1980 
At equity 
Westcoast Iransmission Company Limited .................. $170 716 $163 012 
Panarciic Oils Lid. ..2.0 150 702 117 598 
Other... 3.000 25 978 ~ O97 
At cost 
Caneriech Ing... ... 20 20 000 —_ 
Mortgages and other investinents 1.0... .3.246...0..3.7,,.0.-7 16 479 8 648 
$383 875 $291 817 


Westcoast Transmission Company Limited 


At December 31, 1981 the Corporation held 31.3% of the total outstanding common shares of Westcoast 
Transmission Company Limited (“Westcoast”). 


The value assigned to the investment in Westcoast, when it was acquired by the Corporation, and the cost 
of subsequent share purchases exceed the underlying net book value at the dates of acquisition by 
$33 388 000. This excess is being amortized over the estimated useful lives of the underlying assets to 
which it is attributed by charges against the Corporation’s share of Westcoast’s net earnings. 


Westcoast is a regulated utility and is subject to regulatory directives which may change the components 
of the cost of service. Changes resulting from such directives do not have a direct effect on net earnings 
due to rate of return on rate base considerations which are also taken into account in the regulatory 
process. 


At December 31, 1981, the quoted market value of the Corporation’s investment in Westcoast was 
$168 649 000 (1980 — $189 333 000). 


Panarctic Oils Ltd. 


During 1981 the Corporation acquired an additional 6 082 387 common shares of Panarctic Oils Ltd. 
(‘‘Panarctic’’) in exchange for cash and common and preferred shares of the Corporation, increasing 
its holding to 28 099 785 shares, and advanced additional funds in connection with the ongoing 
financing of Panarctic. The activities of Panarctic are in the exploratory stage and all expenses less 
sundry income have been capitalized; the company is deemed not to have earned a profit or sustained 

a loss. Panarctic’s shares are not traded on the open market and therefore do not have a quoted _ 
market value. 


Canertech Inc. 


Canertech Inc. was incorporated by the Corporation as a wholly-owned subsidiary company and 
commenced operations during 1981 developing alternate energy sources in Canada. The Government of 
Canada has indicated its intention to establish Canertech Inc. as an independent crown corporation and 
to purchase the Corporation’s investment at cost. The accounts of Canertech Inc., therefore, have not 
been included in the consolidated financial statements because of the temporary nature of control by the 
Corporation. 


Property, Plant and Equipment 


Property, plant and equipment consists of: 


Oil and Gas 
Canada 


== mOr-irontier afteaSs =... . see. 
— onteraréas 
a 


Bituminous sands 


— Syncrude Project and related leases ... 


— Other bituminous sands leases and 


expendiiies Meteo... ees 


Meine and Marketing ..........1:....... 
(Nolita Sas liguids,... 6... ct, 


Pipelines and other property 


OCG eiiteht  ... ge. 


Cost 


$3 098 843 
464 294 
117 831 


500 641 


131 158 


825 676 
129 623 


139 841 


$5 407 907 


1981 
Accumulated 
Depreciation, 
Depletion and 


Amortization 


$289 323 
79 829 
21 919 


22 405 


15 682 
34 706 
13 943 


18 713 
$496 520* 


Net 


$2 809 520 
384 465 
95 912 


478 236 


115 476 


790 970 
115 680 


121 128 


$4 911 387 


1980 


Net 


$1976 293 
317 828 
83 894 


282 862 


30 O06 


53 966 
121 250 


79 310 


$2 950 741 


*Consists of depreciation — $111 393 000, depletion — $267 871 000 and amortization — $117 256 000 (at 
December 31, 1980 — $56 464 000, $207 396 000 and $75 665 000 respectively). 


Deferred Charges 


Deferred charges consist of: 


At cost 


1981 


Peeovy OF Onc Ol sands Divers. <3... ca. 
POs Gactroee ae. 
Arctic Liquetied Natural Gas (roject....................... ss, 
OMe a a ees 


Net of amortization 


Dept isstie expense... 8. i. 
MINTRGUie GLORIA 6g a 


$19 489 
16 397 
17 515 

8 079 


364 
7 910 


$69 754 


1980 


$ 8 948 
15 372 
10 899 

4 773 


434 
Le? 


$41 543 


af 
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Long-Term Debt 


Long-term debt consists of: 


In Canadian dollars 
Bank Income Debentures. 4. 
Promissory notes, bearing interest at prime rate. . 
Unsecured loans, bearing interest at /2% above 
prime tat€- 3. 
Other loans and long-term obligations .......... 


In United States dollars 
9% unsecured notes ($56 250 000 U.S.) .......... 
8.45% unsecured notes ($30 000 000 U.S.)........ 
5.25% unsecured notes ($18 200 000 U.S.) ....... 
5.75% — 6.25% mortgages ($3 204 000 U.S.) ..... 
6.5% secured notes... 4... 


Less portion due within one year... ......... 33 


Bank Income Debentures 


Maturity 


1983 
1985 


1990 
1982 - 1997 


1996 
1987 
1985 
1988 


1981 


$ 90 000 
20 692 


40 000 
5 741 


66 641 


35 545 


21 747 
3 811 


284 177 
73 135 


$211 042 


1980 


$140 000 


4 349 


71 116 
39 939 
26 Jol 

4 485 


1 239 


283 075 
61 668 


$221 407 


The Bank Income Debentures are held by a Canadian chartered bank and bear interest at approximately 49% 
(1980 - 50%) of the bank’s prime lending rate as announced from time to time. No deduction is allowed 
under the Income Tax Act for interest expense relating to the Bank Income Debentures. 


While the Bank Income Debentures are not secured by any charge against the assets of the Corporation, 
there are certain restrictions with respect to the disposition or encumbrance of the investment by the 


Corporation in a subsidiary company. 


Repayment of long-term debt 


Annual repayments of the 8.45% unsecured notes will commence in 1982. All the other issues are currently 


subject to minimum annual repayments. 


The repayment of long-term debt in each of the next five years is as follows: 


1983 — $73 194 000 
1986 — $15 503 000 


1982 — $73 135 000 
1985 — $26 662 000 


Revolving Term Loan 


1984 — $23 132 000 


During 1981 the Corporation entered into an agreement with two Canadian chartered banks providing for 
a three year revolving credit facility, amounting to $1.5 billion Canadian or the equivalent in U.S. dollars, 
to finance the acquisition of Enterprises. The December 31, 1981 term loan balance includes $405 215 000 

which is repayable in U.S. funds in the amount of $337 567 000 U.S. 


The term loan bears interest at floating rates. At December 31, 1981 the interest rate on both the Canadian 
dollar and the U.S. dollar borrowings was approximately 17%. 


The 1981 term loan borrowings are being repaid by funds from the Canadian Ownership oe (Note 


10). Accordingly, the loan is reflected as non-current. 


10. 


Be 


Preferred Shares Issued by a Subsidiary 


The preferred shares issued by a subsidiary consist of 12 500 000 floating rate, cumulative, redeemable, 
non-voting, preferred shares issued at $100 U.S. per share to a group of Canadian chartered banks. 


The shares are redeemable, at the option of the subsidiary, at $100 U.S. per share, plus accrued dividends. 


Cumulative dividends, payable quarterly, are, at the option of the subsidiary, based on a percentage of 
either the United States Base Rates, or the London Inter-Bank Offered Rates of the banks. At December 
31, 1981, the dividend rate was approximately 9% per annum. 


Under the terms of an agreement between the banks and the Corporation, in the event that the subsidiary 
does not exercise its option to redeem the shares over a ten year period beginning December 31, 1983, or 
in the event of certain occurrences under the provisions of the agreement, the banks have the option to 
require the Corporation to purchase the shares at $100 U.S. per share, plus accrued dividends. 


Convertible Notes 


The Corporation issued convertible notes to the Government of Canada in acknowledgement of funds 
received during 1981 from the Canadian Ownership Account. These funds were applied against the 
revolving term loan (Note 8). The Corporation will continue to receive funds available to the Canadian 
Ownership Account and issue convertible notes in acknowledgement thereof, until the portion of the 
revolving term loan, including interest thereon, applicable to the acquisition of Enterprises (Note 2), to a 
maximum of $1.7 billion, has been repaid. 


The notes, which are non-interest bearing, will be converted into common shares of the Corporation. 
Interest on the revolving term loan has been reflected as deferred interest pending conversion of the 
notes which will create contributed surplus against which the deferred interest will be charged. 


Capital 
Authorized: 
The initial authorized capital of the Corporation was $500 million divided into 100 common shares of the 


par value of $5 million each. This was increased to 120 common shares on the acquisition of the capital 
stock of Panarctic Oils Ltd., previously owned by the Government of Canada. 


Pursuant to the Petro-Canada Act, and subject to certain conditions and limitations as to the aggregate 
amount, the authorized capital of the Corporation is increased by the issue of preferred shares. 
Accordingly, at any time, the authorized and issued preferred shares are identical. The preferred shares 
have a par value of $1 each, are redeemable at par at the option of the Corporation, carry no stated rate 
of dividend and are non-cumulative. 


The Government of Canada has proposed legislation to increase the authorized capital of the Corporation 
to a maximum of $5 500 000 000, in part to facilitate the conversion of the notes (Note 10). 


oh. 


Issued (to the Government of Canada): 


Number of 
Shares 
Common Shares 
Balance at beginning of year... . 116 
In consideration for shares of 
Panarctic Oils Lid. (Note 4) ........ 4 
Balance at endof year =... 0... 120 
Preferred Shares 
Balance at beginning of year ......... ~ 423 799 853 
Forcash.....,..5.,. 2... 8. 440 000 000 
In consideration for shares of 
Panarctic Oils Ltd. (Note 4) ........ 972 000 
Balance at end Of year...3.,. 864 771 853 


12. Income Taxes 


1981 


Consideration 


$580 000 


20 000 


$600 000 


$423 800 
440 000 


972 


$864 772 


Number of 
Shares 


116 


116 


343 799 853 
80 000 000 


423 799 853 


1980 


Consideration 


$580 000 


$580 000 


$343 800 
80 000 


$423 800 


The provision for income taxes of $225 174 000 (1980 — $155 464 000) represents an effective rate of 52.5% 
(1980 — 48.8%) on earnings before income taxes of $429 018 000 (1980 — $319 150 000). The provision has been 


computed as follows: 


Earnings before income taxes 
Add (deduct) 
Royalties and other payments to 
Provincial Governments 
Federal allowances 


Peete ee Se eh ae ee a ee re ee 


Bee ee eS 8 Oe 6 eR Se Oe ge ee MOR ee eae 


Resource allowance .- ..2...... 2... rt—(isiCii CC 
Tax depletion, .....2. 2... 
Scientific research allowance ............. ti 


Frontier exploration allowances 
Non-deductible interest on Bank 
Income Debentures 
Petroleum and gas revenue tax 
Amortization of excess of attributed 
value over book value of assets 
acquired on purchase of subsidiary 
companies 


CORES 66 06 8S eine a oe 8 6 8 6s ee 4 ee as ee 


6 OOO ee Oe ee See eee 8 Cy we 8 0 we 6 8 8 ee we ON 


BR 8 eee ee eRe ae Be cg 8 0 ew ws ee) 8 8 we ee Se 8 


Cee a WS 8S vee ee Se we we We AN Oe! Oe Oe We 8 6 ee Re ee SR Cee ae ee 6 eee 


Equity in Garnings of alliiates... 1 a 
Other. 6 ee 


Combined Canadian Federal and Provincial 


income taxat 00.27% (1980 = 45.5%) 060. 2 ee, 


Deduct tax rebates and credits 


Provincial income tax rebate plans... 6.5.2.2... 


Federal investment tax credit 
Provision for income taxes 
40 


1981 


$429 018 


264 392 


(152 619) 
(88 152) 
(14 078) 


13 556 
52 105 


65 923 
(20 998) 
3 896 


553 043 


277 628 


(14 060) 
(38 394) 


$225 174 


1980 


5319 150 


213 231 


(132 791) 
(94 730) 
(2 173) 
(5 198) 


12 879 


48 520 
(16 026) 
(2 192) 


340 670 


166 247 


(10 783) 


$155 464 


13. 


14. 


Pension Plan 


The present value of all unfunded past service pension obligations, based on actuarial computations, is 
approximately $20 200 000 at December 31, 1981, of which $16 200 000 was assumed on the acquisition of 
Enterprises. 


Effective January 1, 1982, the Corporation integrated Enterprises’ pension plan with its own plan. Certain 
amendments were required for the integration which resulted in an additional unfunded past service obligation 


of $13 500 000. 


Segmented Information 


The Corporation operates principally in the following business segments: 


Business Segment 


Natural resources 


Refined oil products 


Natural gas liquids 


Operations 


Exploration, development and production activities for crude oil, 
natural gas, field liquids, sulphur, oil sands, coal and minerals. 


Purchase and sale of offshore oil (including transactions undertaken 
in accordance with Government of Canada directives); refining crude 
oil into oil products; distribution and marketing of these and other 
purchased refined oil products. 


Extraction of liquids from natural gas; transportation, distribution 
and marketing of the natural gas liquids. 


The financial results of operations by business segment are as follows: 


1981 
Refined Natural 
Natural Oil Gas 
_Resources_ _ Products -_—iLiquids__—- Eliminations _—‘Total___ 
Sales to customers......... $626 465 $1 756 618 $263 282 $ — $2 646 365 
Inter-segment transfers... .. oo eee eg ee 1 272) ee 
Total Operating Revenue .. 697 737 1 756 618 263 282 (71 272) 2 646 365 
Product costs and 
Operating expenses ...... 181 893 1 538 250 167 489 (71 272) 1 816 360 
Depreciation, depletion and 
Amoruzalion ...... .20... 113 530 28 248 15 344 — 157 122 
Taxes other than income 
TAXCS a! 04 025 ee ee —, 115 586 
Total Operating Expenses .. 346 984 1 630 523 182 833 (71 272) 2 089 068 
Operating Profit........... $350 753 $ 126 095 $ 80 449 557 297 
Interest and other income .. 48 414 
Equity in earnings of 
AttiateSs = 20 998 
Marketing, general and 
administrative expenses . . (156 942) 
Interest on long-term debt . . (35 446) 
Oihier iiterest = 6c (5 303) 
Provision for income taxes. . (225 174) 
(353 453) 
Net Earnings for Year 
Before Preferred Share 
Dividends of Subsidiary $ 203 844 


4] 
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Refined 
Oil 
Products 


1980 


Natural 
Gas 
Liquids 


Elimin- 
ations 


455 277 


141 960 


Natural 
Resources 
Sales to customers... $508 866 
Inter-segment transfers................ 15 955 
Total Operating Revenue ............. 524 824 
Product costs and operating expenses .. 132 058 
Depreciation, depletion and 
amortization .....................: 125 644 
Taxes other than income taxes. ....... — 
Total Operating Expenses............. ao/ (02 
Operating Profit .................. $267 122 


Interest and other income. ............. 
Equity in earnings of affiliates ......... 
Marketing, general and 

administrative €xpenses.. 
Interest on long-term debt............. 
Provision for income taxes ............ 


Net Earnings for Year Before Preferred 
Share Dividends of Subsidiary ...... 


$ 38 419 


$ 72 620 


Inter-segment transfers are accounted for at market value. 


The identifiable assets at December 31, and the amount of capital expenditures for the year, 


by business segment, are as follows: 


Identifiable Assets 


1981 
Natural resources... $4 336 988 
Refined of products................ |. 1 419 042 
Natural gas liquids. =........0. 5 3... 154 175 
Oe 702 328 
$6 612 533 


1980 


$2 919 403 
223 085 
148 550 
475 728 


$3 766 766 


__378 161 


27 611 
16 026 


(79 798) 
(22 850) 


(155 464) 
(214 475) 


$163 686 


Capital Expenditures _ 


1981 


$527 754 
80 358 

2 498 

99 271 


$709 881 


1980 


$386 016 
17 399 
1212 

34 906 


$439 533 


Other identifiable assets include cash and short-term deposits, investments in other companies, 


general corporate assets and miscellaneous corporate ventures. 


15. Comparative Figures 


Certain reclassifications have been made to the 1980 comparative figures to conform with the current 
year’s presentation. 


16. Commitments and Contingencies 


(a) Commitments 


(b) 


In addition to commitments incurred in the ordinary course of business the Corporation has, at 
December 31, 1981, the following commitments: 


(i) 


(ii) 


(iii) 


The Corporation is participating in the construction of an office complex in Calgary and is also 
participating in the construction of an offshore drilling vessel. These projects will require a 
commitment by the Corporation of approximately $222 000 000, which is expected to be 
financed by mortgage borrowings. In addition the Corporation has entered into a long-term 
lease for the use of the drilling vessel and has agreed to enter into a long-term lease for the use 
of the office complex. 


The Corporation has leased certain offshore drilling vessels for periods of one to four years. The 
gross lease rentals will amount to approximately: 1982 — $160 000 000, 1983 — $167 000 000, 1984 — 
$164 000 000 and 1985 — $43 000 000. These vessels will be used by the Corporation in exploration 
projects carried out during the Canadian drilling season and the lease rentals will be shared 
with other participating companies. It is planned to sublease the drilling vessels while they are 
not being used in such projects. 


The Corporation is a participant in a project operated by Syncrude Canada Ltd. to produce 
synthetic crude oil from the Athabasca Oil Sands. Associated with the Syncrude Project are 
facilities which are not owned by the participants, consisting of a steam and electricity 
generating plant, a field gas supply pipeline and a pipeline to transport plant product to 
‘Edmonton. The Corporation, together with the other participants, has minimum usage 
commitments relating to these facilities. 


Contingencies 


(i) 


(ii) 


On January 9, 1980 the Atlantic Richfield Company served the Corporation and a subsidiary 
with a Statement of Claim requesting that the Corporation cause the subsidiary to pursue a 
monetary claim for $12 039 000 against the Government of Saskatchewan with respect to 
payments made by it under certain Saskatchewan legislation (subsequently determined to be 
unconstitutional) prior to the time the shares of the subsidiary were acquired by the Corporation 
from Atlantic Richfield Company. The Statement of Claim asks the court, inter alia, for certain 
injunctive relief and general damages in the amount of $20 000 000. 


Prior to the service of the Statement of Claim, the subsidiary had executed an assignment and 
quitclaim agreement with the Government of Saskatchewan pursuant to which the payments 
made under the unconstitutional legislation were applied in satisfaction of an assessment 
under the Oil Well Income Tax Act, 1978 for the same period as the payments previously made. 


In the opinion of management, based on the advice of counsel, no provision for the claim is 
required in the accounts of the Corporation. 


Certain of the transactions previously referred to in Notes 4 and 11 and the reimbursement, if 
necessary, of an advance in the amount of $40,000,000 with interest, made in connection with 
the Cold Lake Project are subject to the enactment of proposed legislation by the Government of 
Canada. 
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Reading the Financial Statements — 
An Introduction 


The following summary of how Petro-Canada reports on its operations is intended to outline the methodology 
of the Corporation’s financial presentation and to assist the “non-financial” reader in a fuller understanding of 
the data presented in the consolidated financial statements. 


The consolidated financial statements presented on pages 28-43 summarize the accounting records of Petro-Canada 
and its subsidiaries. They consist of the balance sheet, the statement of earnings and retained earnings and 
the statement of changes in financial position, together with explanatory notes. 


Consolidated Balance Sheet 


The balance sheet (pages 28 and 29) is a summary of the Corporation's assets, liabilities and shareholder's 
equity at a specific date, December 31, 1981, which is the end of the Corporation’s financial year. 


Assets: The assets are classified into five categories: 


Current assets consists of cash and items which are expected to be converted into cash or consumed in 
operations within one year of the balance sheet date; 


Investments represents the Corporation’s interest in other companies in which it has an ownership of 
approximately fifty per cent or less (see Note 4); 


Property, plant and equipment consists mainly of investment in oil and gas properties and related facilities, for use 
in operations. Property, plant and equipment is stated at cost less accumulated depreciation, depletion and 
amortization charged to earnings; 


Deferred charges are costs incurred which represent potential contribution to future revenue and which will be 
charged to earnings in future years. 


Deferred interest is interest incurred on bank borrowings used to finance the acquisition of Petrofina Canada 
Inc., which has been renamed Petro-Canada Enterprises Inc. (“Enterprises”). This interest will be retired 
against contributions from the Canadian Ownership Account (see Note 10). 


Liabilities: The liabilities are classified into eight categories: 


Current liabilities are amounts owed by the Corporation which are expected to be paid within one year of the 
balance sheet date; 


Long-term debt consists of borrowings from banks and other institutions which are repayable over a period 
commencing more than one year after the balance sheet date; 


Revolving term loan is the financing vehicle which provided funds for the acquisition of Enterprises; 


Advances on future natural gas deliveries represents payments received by the Corporation under the provisions 
of “take or pay” contracts for undelivered natural gas. The revenue will be included in earnings when the gas 
is delivered; 


Deferred income taxes result from deducting certain costs in determining taxable income for a particular year to 

a greater extent than such costs are deducted from income for financial reporting purposes in that year. Typical 
of such costs are exploration expenditures, which may be deducted from income in calculating income taxes 
payable in the year they are spent, but which are deducted from income for financial reporting purposes over a 
number of years. Deferred income taxes is not a liability but rather represents the cumulative amount by 

which the provisions for income taxes reported in the financial statements exceed income taxes currently 
payable, using the deductions permitted under the Income Tax Act; 
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Minority interest in subsidiary represents the interest in shares of subsidiary companies not owned by the 
Corporation (other than the preferred shares described in the next paragraph); 


Preferred shares issued by a subsidiary consists of shares issued by Petro-Canada Exploration Inc. to a group of 
Canadian chartered banks. 


Convertible notes were issued to the Government of Canada in acknowledgement of funds received from the 
Government. These notes will be converted into common shares of the Corporation. 


Shareholder’s equity is the shareholder’s investment in the net assets of the Corporation. The balance sheet 
classifies it into two categories: 


Capital represents payments received from the Government of Canada for purchase of the Corporation’s 
preferred and common shares; 


Retained earnings are the accumulated earnings of the Corporation since incorporation which have been 
reinvested in operations. The computation of retained earnings is shown in the statement of earnings and 
retained earnings. (Page 30) 


Consolidated Statement of Earnings and Retained Earnings 


Whereas the balance sheet is a record of the financial position of the Corporation at a specific date (December 
31, 1981), the statement of earnings presents the financial results of activities over a twelve month period. The 
statement shows how the earnings (profit) for the year were earned. It identifies the sources of the 
Corporation’s revenue and the various categories of expenses incurred to produce the revenue. It also identifies 
the provision for income taxes and the preferred share dividends paid by Petro-Canada Exploration Inc. In the 
lower portion of the statement the earnings for the year are added to the opening retained earnings, resulting 
in the retained earnings at the end of the year. This amount is included in the shareholder’s equity portion of 
the balance sheet. 


Consolidated Statement of Changes in Financial Position 


The statement of changes in financial position (page 31) identifies the major sources of funds received during 
the year and the uses to which these funds were put. “Funds” are defined as working capital, which is the 
difference between current assets and current liabilities reflected in the balance sheet. 


The statement commences with “earnings before preferred share dividends of subsidiary”, from the statement 
of earnings and retained earnings, to which is added the charges deducted in computing earnings which did 
not involve an outlay of working capital during the current year (e.g. depreciation, depletion and 

amortization, deferred income taxes, etc.). This results in working capital provided from operations, to which is 
added the other sources of working capital. The major uses of working capital are deducted from the total 
sources to determine the change in working capital for the year. This change is added to the working capital at 
the beginning of the year, resulting in the working capital at December 31, 1981. 


(continued on next page) 
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Notes to Consolidated Financial Statements 

Note 1 (pages 32-34) is a summary of the significant accounting policies followed by the Corporation. This summary 
describes the policies used in preparing the consolidated financial statements; translating foreign financial data 
into Canadian dollars; valuation of inventories; accounting for investments; capitalizing costs of property, plant 
and equipment and how these costs are charged against earnings over the lives of the assets. The summary 
also outlines how deferred charges, Federal petroleum compensation, research costs, income taxes and pension 
costs are accounted for. 


The other notes provide disclosures required in order to comply with generally accepted accounting principles 
and provide additional information and analyses of significant items. 


Comparative Figures 
The balance sheet as at December 31, 1980 and the 1980 results of operations and changes in financial position 
are presented in the financial statements for comparative purposes. 
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